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Apprcval of annual financJal statements 


I am responsible for the preparation of these annual financial statements, which are set out on pages 5 to 53. in terms of 
Section 126(1) of the Municipal Finance Management Act and which I have signed on behalf of the Municipality. 

I certi^ that the salaries, allowances and benefits of Coundllors, as disclosed in nole 26 of these annual financial 
staterrents are within the upper limits of the framework envisaged in Section 219 of the Constitution, read with the 
Remuneration of Public Officer Bearers Act and the Minister of Provincial and Local Govemment's detenmination in 
accordance with this Act. 



R P Mnguni 
Municipal Manager: 
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Mthonjaneni Municipality 

STATEMENT OF FiNANCIAL POSITION 

as at 30 June 2013 

NotS 


ASSETS 

Current assets 

Cash and cash equivalents 

Trade and other receivabtes from exchange transactions 

Other recejvables from non-exchange transactions 

jnventories 

jnvestments 

VAT reoeivabte 

Non-current assets held fbr sale 

Non-cuirent assets 
Property, plant and equipment 
Intangrble assets 

Investment pnoperty carried at Fair value 
Totai assets 

LIABILITIES 
Current liabilities 

Trade and other payables from exchange transactions 
Consumer deposits 
Cunrent provisions 

Current portion of unspent conditional grants and receipts 

Non-current liablllttes 

Non-current provisions 
Defined benefrt plan obligations 

Total Ijabillties 

Net assets 

NETASSETS 

Accumulated surplus / (deficit) 

Total net assets 


2013 

R 

2012 

R 

83 835 010 
4127 301 

2 524 244 

5 820 943 

408 407 

67 040 000 

3 914 116 

67 544 766 
16 062 924 
1 572 295 
4 331 577 
251 806 
46 040 000 

- 

286 164 

160 987 999 

97 109 972 

152 170 762 

91 846 

3 589 081 

94 493 836 
67 934 

2 548 202 

244 823 009 

164 654 738 


17 785 765 
2 877 627 

1 002 240 
379 446 

13 526 452 

7 561 120 

r039 120“ 

2 522 000 

25 346 884^ 
219 476125 


219476 125 


219 476 125 


19 520 391 
2 553 834 
799 220 

1 317 719 
14 849 618 

2 566 862 
2 496 426 

22 089 253" 
142^5485 


142 565 485 | 
142 565 485 


Mthonjaneni Municipality 

STATEMENT OF FINANCIAL PERFORMANCE 

for the year ending 30 June 2013 

Note 2013 

R 


Revenue 
Property rates 

Property rates - penalties imposed and collection charges 
Service charges 

Renfal of facllities and equipment 
interest eamed - extemal investments 
Fines 

Lioences and permits 
Govemment grants and subsidies 
Provfsion for Bad Debt 
Other income 

Total revenue 

Expenses 

Employee related costs 
Remuneration of councillors 
AlJowance tbr impainment 
Collection costs 

Depreciation and amortisation expense 

Repairs and maintenanoe 

Bulk purchases 

Contracted services 

General expenses 

Adjustments to leave pay provisions 

Adjustments to landftJI sHe rehabiiitalion provisions 


7211 417 
336 508 
17 778 705 
503 752 
3 409 693 
2 461 971 
2 795 475 
66 857 348 


101 541 729 


15 363 072 
2 666 396 
82 851 
58 970 
2 292 950 

2 191 992 
14 295 429 

3 204 341 
20 068 182 

19 056 
2 517120 


6105 979 
544 680 
14412 831 
457 265 
2 762 931 

1 581 532 

2 773 694 
49 698 413 

1 530 293 
1 056 966 

To 924 604~l 


13 945 426 
2 550 819 

50 899 
2 553 362 
1 741 464 
11 944 444 
765 694 
11 245 896 
124 530 
931 920 


Totaf expenses 

Garn / (loss) on sale of assets 
(Deficrt)/Surplus from discontinued operations 

Surplus / (cfeficlt) for the period 


62 760 360 


38 794 687 


45 854 454 1 
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Mthonjaneni Municipality 
ACCOUNTING POLICIES 
for the yearending 30 June 2013 

1 3ASIS OF ACCOUNTING 

1.1 BASIS OF PRESENTATION 


These annual financial statements have been prepared in accordanoe with Generally Recognised Accounting 
Practice (GRAP), issued by the Accounting Standards Board in accordance with Section 122(3) of the MuniciDal 
Finance Management Act, (Act No 56 of 2003). 

The principal accounting policies adopted in the preparation of these annual financial statements are set out 


Assets, liabilities, revenues and expenses have not been offset except when offsetting is required or Dermitted 
by a Standard of GRAP. 

The accounting policies applied are consistent vwth those used to present the previous year's financial 
statements, unless explrcitly stated. The details of any changes in accountlng policies are expiaihed rn the 
relevant policy. 

1.2 PRESENTATION CURRENCY 

These annual financial statements are presented in South African Rand. which is the functiona! currencv of the 
municipality. 

1.3 GOfNG CONCERN ASSUMPTION 

These annual financiai statements have been prepared on the assumption that the municipafrty will contrnue to 
operate as a going concern fbr at least the next 12 months. 

1.4 COMPARATIVE INFORMATION 

Budget information in accordanoe with GRAP 24, has been provided to these financial statements and fbrms 
part ofthe audited annual financiai statements. 

When the presentation or classification of items in the annual financial statements is amended, prior period 
comparative amounts are restated. The nature and reason fbr the reclassification is disclosed. Where 
acoounting errors have been identified in the current year, the correction is made retnospectively as far as is 
practicable. and the prior year comparatives are restated accordingly. Where there has been a change in 
accounting policy in the current year, the adjustment is made retrospectiveJy as far as is practicabJe and the 
prlor year comparatives are restated accordingly. 

STANDARDS, AMENDMENTS TO STANDARDS AND INTERPRETATtONS ISSUED BUT NOT YET 

1.5 EFFECTiVE 


The foifowing GRAP standards are effective and have been adopted by the municipafity: 


GRAP 21 Impairment of non-cash generating assets primariiy held forservice delivery.The recoverable service 
GRAP 23 Revenue from Non-Exchange Transactions (Taxes and Transfers). Recognised as revenue to extent 
GRAP 24 Presentation of Budget Infbrmation in Financial Statements; Regulated by National Treasury to 
GRAP 26 Impairment of cash generating assets held with the primarily objective of generating a commercial 


10 



GRAP 103 Heritage Assets - These are assets that are held for indefinite period for the benefit of present and 
futuregenerations.lnitial recognition is at cost^unless aoquired through a non-exchangetransation, then it is 

GRAP 104 Financial Assets are cash.residual interest in another entlty and a contractual right to recive cash or 
another financial asset or exchange financial assets or liabilitles under potentially favourable conditions 

The following standards, amendments to standards and interpretations have been issued but are not yet 
effective and have not been early adopted by the municipality: 

GRAP 20 
GRAP 25 
GRAP 105 
GRAP 106 
GRAP 107 

2 PROPERTY, PLANT AND EQUIPMENT 
2.1 1NITIAL RECOGNITION 

Property, plant and equipment are tangibfe non-current assets (including infrastructure assets) that are held fbr 
use in the production or suppiy of goods or services, rental to others, or fbr administrative purposes, and are 
expected to be used during more than one year Items of property, plant and equipment are initially recognised 
as assets on acquisition date and are initiaily reoorded at cost. The oost of an item of property, plant and 
equipment is the purchase price and other oosts attrfbutable to bring the asset to the location and condition 
necessary for It to be capable of operating in the manner intended by the municlpalfty. Trade discounts and 
rebates are deducted in arriving at the cost. The cost also rncludes the neoessary costs of dismantiing and 
removing the asset and restoring the site on which it is located. 

When significant components of an item of property, plan and equipment have different useful lives, they are 
accounted for as separate items (major components) of property, plant and equipment. 


Where an asset is acquired by the municipatity fbr no or nominai consideration (i.e. a non-exchange 
transaction), the cost is deemed to be equal to the fair value of that asset on the date acqulred. 


Where an item of property, plant and equipment is aoquired in exchange for a non-monetary asset or monetary 
assets, or a combination of monetary and non-monetary assets, the asset acquired Is initiafty measured at fair 
value (the cost). If the aoquired item's fair value was not determinabfe, it's deemed cost is the carrying amount 
of the asset{s) given up. 

Major spare parts and senricing equipment quali^ as property, plant and equipment when the municipality 
expects to use them during more than one penod, Similarly, if the major spare parts and servicing equipment 
can be used only in connection with an item of property, plant and equipment, they are accounted for as 
property, plant and equipment 
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2.3 SUBEQUENT MEASUREMENT - COST MODEL 

Subsequent to rnitial necognition, items of property, plant ard equipment are measured at cost less 
accumufated depreciation and impairment losses. Land Is not depreciated as it is deemed to have an indefinfte 
useful lite. 

Where the munidpality replaces parts of an asset, it derecognises the part of the asset being replaced and 
capitalises the new component. Subsequent expenditure incurred on an asset is capitalised when it increases 
the capacity or future economic benefits associated with the asset. 

2.4 DEPRECIATION AND IMPAJRMENT 

Depreciation is calculated on the depreciable amount, using the straight-line method over the estimated useful 
lives of the assets. Components of assets that are significant in relation to the whole asset and that have 
different useful lives are depreciated separately. The annual depreciation rates are based on (he followlna 
estimated average asset lives: 


Infrastructure 

Dwelings 

Electricity inffastructure 
Roads 

Waste disposal 
Non residential bujldings 


30 

Other 

Furniture and ofRce equipment 

5~10 

20-30 

Machinery and equipment 

4-15 

10-50 

Transport assets 

7-10 

50 

Water assets 

15-20 

30 

Computer equipment 

5 


Biological assets 

15-30 


Cemeteries 

30 


The residual value, the useful life of an asset and the depreciation method is reviewed annually and any 
changes are recognised as a change in accounting estimate in the Statement of Financial Performance. 

The municipaiity tests for irnpairment where there is an indication that an asset may be impaired. An 
assessment of whether there is an indicatton of possible impairment is done at each reporting date. Where the 
carrying amount of an item of property, plant and equipment is greater than the estlmaled recoverable amount 
(or recoverable service amount), it is written down immediately to its recoverable amount {or recoverable 
servlce amount} and an impairment loss is charged fo the Statement of Financial Perfbrmance. 

2.5 DERECOQNITION 

Items of Property, plant and equipment are derecognised when the asset is disposed of or when there are no 
further economic benefits or service potential expected from the use of the asset. The gain or ioss arislng on 
the disposal or retirement of an item of property, plant and equipment is determined as the differenoe between 
the sales proceeds and the carrying value and is recognlsed in the Statement of Financial Performance. 
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3 INTANGIBLE ASSETS 


3.1 INITIAL RECOGNITION 

non-monetary asset without physical substance. Examples include 
*^®'^eiopment costs. The munidpality recognises an intangible asset in S 
Statement of Financiai Position only when it is prabable that the expected future economic benefits or 

bf mealred municipality and the cost or fair value of the asset can 


recognition criteria before they are caoitlised 
Research expenditure is never capitalised, while development expenditure is only capitalised to the extent fhat- 

• the municipality intends to complete the intangible asset for ^ 5 ^ 0 ^ sale- ^ ^ extent fhat. 

• it is technically feasible to complete the intangible asset; 

• the municipality has the resources to complete the proiect; and 

• it is prabable that the munidpality wiil receive future economic benefits or service pctential. 


Intangible assets are initially recognised at cost. 

Where an intangibie asset is acquired ɓy the munidpality fbr no or nominal consideration (i.e. a non-exrhanrt^ 
transaction), the cost is deemed to be equal to the fair value of that asset on the date acquired. ^ 

's acquired in exchange for a non-monetary asset or monetaiy assets or a 
and non-monetary assets, the asset aoquired is initially measured a7fair vafee (the 
a1iUg^en?p ' " determinable. ifs deemed cost is the carrying amouTof fee 

3.2 SUBEQUENT MEASUREMENT - COST MODEL 

iSnihi»®!'® T «»< '“S acajinulated amorXisation and impainnents The cost of 

asset is amortised over the useful life where that useful life is finite, Where the useful life is 
indefinite, the asset is not amorljsed but is subject to an annual impainnent test. 

3.3 AMORTISATrON AND IMPAIRMENT 

j^ortisation is charged so as to write off the cost or vaJuation of intangible assets over their estimated usefel 


Computer software 


lOyears 


^1°" an intangible asset with a finite useful life are reviewed 

The muniapali^ tests intangible assets with finite useful lives for impairment wheie theie is an indkabon fhat 
an »set may be impaired. An assessment of whether there is an indication of possibla imparmentTrnl f 
each lep^ing date. Wheie the carrying amount of an item of an Intangible asset is gieater Uian the estimated 
recoverable amount (or lecoverable service amount), it is written down immediately to »s rec^r^blf amo^m 
(or recoverable sennce amount) and an impairment loss is chaiged to the Statement of Financial Perfomance. 


3.« OERECOGNITION 

sefvice Potential expected from the use of the asset. The gain or loss aitslng or the dismsZr 

r, rnnn'"^'^ .ri.' f •’"*"««" *''« P'»=^s and the ^ing 

value and is recognised in the Statement of Financial Pefformance. carrying 
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4 INVESTMENT PROPERTY 


4.1 INITIAL RECOGNITION 

Investment property includes property (iand o.r a building, or part of a building, or both land or buildings held 
under a finance lease) held to earn rentals and/or for capital appredation, rather than held to meet servioe 
delivery objectives, the production or supply of goods or services, or the sale of an asset in the oidinary course 
of operations. 

At Initial recognition, the municipality measures investment property at cost including transaction costs once it 
meets the definition of investment property. However, where an investment property was acquired through a 
non-exchange transaction (i.e. where it acquired the investment property for no or a nominal vaiue), its cost is 
its fair value as at the date of acquisition. 

The cost of self-constructed investment property is the cost at date of completion. 

4.2 SUBSEQUENT MEASUREMENT - COST MODEL 

Investment property is measured using the cost model. Under the cost model, investment property is carried 
at cost less any aocumulated depredation and any accumulated impairment losses. 

pepredation is calculated on the depredable amount, using the straight-line method over the estimated useful 
lives of the assets. Components of assets that are significant in relation to the whole asset and that have 
different useful lives are depredated separately. The annual depreciation rates are based on the following 
estimated average asset lives: 


5 BIOLOGICAL ASSETS 

5.1 INITIAL RECOGNITION 

A biological asset or agricultural produoe is reoognised when, and oniy when: 

- the municipality controls the asset as a result of past events; 

- it is probable that future economic benefits associated with the asset wili flow to the munidpality; 

- and the fair value or cost of the asset can be measured reliabiy. 

5.2 SUBSEQUENT MEASUREMENT 

Biological assets are measured at their fair value less estimated point-of-sale costs. 


The fair value of the pine plantations is based on the combined fair value of the land and the pine trees, The fair 
value of the raw land and land improvements is then deducted from the comɓined fiair value to determine the 
fair value of the pine trees. 

A gain or loss arising on initial recognition of agricultural produoe at fair value fess estlmated point-of-sale costs 
is included in profit or loss for the period in which it arises. 
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6 NON-CURRENTASSETSHELDFORSALE 


6.1 INITIAL RECOGNITfON 

Non-current assets and disposal groups are classified as held for sale if their carrying amount will be recovered 
through a sale transaction rather than through continuing use. This condrtion is regarded as met only when the 
sale is highly probable and the asset (or disposal group) is available for immediate sale in its present condition. 
Management must be committed to the sale, which should be expected to qualify fbr recognition as a 
completed safe within one year from the date of classification. 

6.2 SUBSEQUENT MEASUREMENT 

Non-current assets held for sale (or disposal group) are measured at the lower of carrying amount and fair value 
less costs to sell. 

A non-current asset is not depreciated (or amortised) while it is classified as held for sale, or while it is oart of a 
disposal group classified as held for sale. 


Interest and other expenses attributable to the liabilities of a disposal group classified as held fbr sale are 
recognised in surplus or deficft. 

7 INVENTORIES 

7.1 INITIAL RECOGNITION 

Inventories comprised of consumable stores, raw materials finished goods. Inventories are initialfy recognised 
at cost. Cost generalfy nefers to the purchase prioe, plus taxes, transport costs and any other costs in brifmma 
the inventories to their current location and condition. ^ ^ 

Where inventory is acquired by the municipality for no or nominal consideration (i.e. a non-exchange 
transaction), the cost is deemed to be equal to the fair value of the item on the date aoquired. 

7.2 SUBSEQUENT MEASUREMENT 

Jrventories, consisling of consumable stores. raw materials, work-in-progress and finished goods are valued at 
the lower of cost and net realisable value unless they are to be distributed at no or nominal charge, in which 
case they are measured at the fower of cost and current replacement cost. Redundant ar>d slow-moving 
inventories are identified and written down In this way. Differences arislng on the valuation of inventory are 
recognised in the Statement of Financial Perfbrmance in the year in which they arose. The amount of any 
reversai of any write-down of inventories arising from an increase in net realisable value or currenl replacement 
cost is recognised as a reduction in the amount of inverrtories reoognised as an expense in the period in which 
the reversal oocurs. 

The carrying amount of inventories is recognised as an expense in the period that the inventory was soid 
distributed, written off or consumed, unless that cost qualifies for capitalisation to the cost of another asset. 


8 FINANCIAL INSTRUMENTS 

8.1 JNITIAL RECOGNITION 

Financiaf instruments are intitally reoognised at fair vafue. 

8.2 SUBSEQUENT MEASUREMENT 

Financial Assets are categorised according to their nature as either financial assets at fair value through profit 
or loss, held-to maturfty, loans and receivables, or available for sale. Fmancial liabilities are categorised as 
either at fair value through profrt or loss or financia' fiabilities carried at amortised cost ("other"). The subsequent 
measurement of financial assets and liabifKies depends on this categorisation and, in the absence of an 
approved GRAP Standand on Financial Instruments, is in accordance with lAS 39. 

8.2,1 INVESTMENTS 

Investments, which include fixed deposits and short-temi deposits invested m registered commercial banks, 
are measured at the lower of cost or fair value. No impairments are required as the cost value equate to their 
cash values. 



8.2.2 TRAOE AND OTHER RECEIVABLES 

Trade and other recselvaɓles are categorised as financial assets: loans and receivables and are initially 
recognised at fair value and subsequertly carried at amortised cost. Amortlsed cost refers to the initial carrying 
amount, plus interest, less repayments and impairments. An estimate is made fbr doubtful receivabfes based 
on a revievi/ of all outstanding amounts at year-end. Significant financial difficulties of the debtor, probability that 
the debtor will enter bankruptcy or financial reorganisation, and defauit or delinquency in payments (more than 
30 days overdue) are considered indicators that the trade receivable is impaired. Impairments are determined 
by discounting expected future cash flows to their present value. Amounts that are reoeivable within 12 months 
from the reporting date are cJassified as current. 

Bad debts are written off during the year in which they are Identified. 


8.2.3 TRADE PAYABLES AND BORROWINGS 

Financial fjabiiitjes consist of trade payables and borrowings. They are categorised as financial liaibilitles held at 
amortised cost, are intitjally recognised at feir value and subsequently measured at amortised cost which is 
calculated by taking into account any discounts or primiums on settlement. Gains and losses are recognlsed in 
net income or loss when liabilities are impatredas well as as through the armotised process. Trade payables are 
stated at the amount due to trade and other creditors for goods or other servtces received. The liabilities are 
generally seltled within a period of 30 days acoordingly impairments, if any are oonsidered to be immaterial. 


8.2.4 CASH AND CASH EQUIVALENTS 

Cash includes cash on hand (rncluding petty cash) and cash with banks (including call deposits). Cash 
equivalents are short-term highly liquid investments, readily oonvertible into known amounts of cash, that are 
held with registered banking institutions with maturrties of twelve months or less and are subject to an 
insignificant risk of change in yalue. For the purposes of the cash fiow statement, cash and cash equivaJents 
comprise cash on hand, deposits held on call wlth banks, net of bank overdrafts. The municipalfty categorises 
cash and cash equivalents as financial assets: loans and reoeivables. 


9 UNAUTHORISED EXPENDITURE 

Unauthorised expenditure is expenditure that has not been budgeted, expenditure that is not in terms of the 
conditions of an allocation received from another sphere of govemment, municipalrty or organ of state and 
expendfture in the fbrm of a grant that is not permltled in terms of the Munidpal Finanoe Management Act (Act 
No.56 of 2003). Unauthorised expendlture is accounted for as an expense in the Statement of Financial 
Performanoe and where recovered, ft is subsequently aocounted for as revenue in the Statement of Financial 
Perfoimance. 



irregular expenditure 

20rortheZntai^aTsys^TAd‘?irt No“32“(rf*2^^ Managemem Act (A« No.56 of 

in contmvarnion of L ^ 00 !«^ ewrcrri manan^“ 
unwtfiorised expenditure. Irregular expenditcre is accounted L m IxSSurl'Tn 

In Z llatS m 1^.' 

11 FRUITLESS AND WASTEFUL EXPENDITURE 

^tecamS' s^“%fuiS^'^rw:irriV'’ ^^kied nad 

statement of Finandal Perfoimance and whefe lecovefed Ttef uh«n'“ ^ ®® expenditure in the 

Statement of Finandal Peiformanoe. ^“vered, rt is subsequently accounted for as revenue In the 

12 PROVISIONS 

stis^srr “ ® — - 

obligation and a reliable estlmate of the provision can bTmSB benefits win be required to settle the 

adjusted to reflBct the cuirent best estimate. VUhere the dirrirriarniLT!^.'®*'!**'’ ?' '“"“"''S "ate and 
lo their present vaiue using a pre-tax disoount lale thafSl mT ®'® '“»»unfed 

value of money, adjusted for risire spS toTte e«ZTT„ .T''™'* ®“®®’'"®'* 

rehabililation of fand). example jn the case of obligations for the 


unless the PossLlity of an^ufflw^of contingenf asset. A oontingenf Ijability is disclosed 

disclosed whe^ an Low of ^ asset is 


13 LEASES 


wth ownerehipof an asset to the Munlcipality. ®sreements do not transfcr nsh and rewaids associated 


remals areaccruedon'aXi!)w“ne'brsfe'’o«I^th6te^ ‘'®“"‘*'®"' tense 

«1 mcome frem operating leases is recognised on a slraight-line besis over the term of the relevant leaae. 
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REVENUE 

M.1 REVENUEFROMEXCHANGETRANSACTIONS 

recog^MSTivCTur^snlwS.TrS basis and are 

readings have not been perfomied. The piovfeional eltimites^^ZSSnnT P?riodically when meter 

invotced. Adjustments to provisional estimates of conQumnr sumption are rscognrsed as revenoe when 

have been read. These a<«ustmentHm ^“S^TZnueTn V 

consumpbonbetweenmeterreadlngsarebase^on^eem^Thra^ 

Revenue from the sale of electricity prepaid meter carda fe mcognised at the point of sale. 

approvedtaTtorMrpCertTlh“t!raTX<^m^ ‘V™®'® *’*' "’® 

and am levfed monthlybased on tl» reoo,de‘’d nuZr of ^e 


Interest revenue Is recognlsed on a time proportion basis. 


Revenue from the 
(ease agreement. 


rental of ^cilibes and equipment is recognised on a stiaight-iine basls 


over the term of the 




Revenue from the sale of goods 
passed to the consumer. 


is recognised when substantially all the risks and 


rewards in those goods is 


18 



14.2 REVENUE FROM NON-EXCHANGE TRANSACTIONS 

«“5: r r'.r r. 

»i.T 

^venue from property rates is recognised when the iegai entHiSfnent to this revenue arises Coilection rh.m 

s.'SKrsr 

f from spot nnes and summonses is recognised when 

past experience of amoumr»lteL“" >» mceived based on 

'T ^ "onations is recognlsed when all conditions th. 

contribution have been met or wtiere the contribution is to finance property plant and eauinmpn/^^^ 

Plant and equipment qualifies fbr recognition and firsUiMomes tailaWe for bv the 

™ r r: 

qSe“^reS,n and h^e‘"Zta'Stefc'^e"^theTu"nte^^^^ 

recognised when the recovery thereof from the responslble councillois or offlcla^s ^imiaVrertmn * '® 

14.3 GRANTS, TRANSFERS AND DONATIONS 

15 RETIREMENT BENEFfTS 

z.'ts.rar" 

hlTnn municipality pays fixed contributions into a separate entl^ t^ muSalS!; 

in the sSemenrn^^^^ obligations to pay further contributions. Contributions are recogni^d as an ewense 
in the Statement of Financial Performanoe in the year which they become payable expense 


recognrsed as an expense In the Stefcment of Finanolal Perfbmmance in the yearThaTCb«o^ p^bte 
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1 € 


IMPAIRMENT OF ASSETS 


The municipality assesses at each reporting date whether there is any indication that an asset may be imoaired 
If any such indication exists, the municpality estimates the recoverable service amount of the asset. 


irrespective of whether there is any indication of impairment, the munlcipality aiso; 

- tests intangible assets with an indefinite useful life or intangible assets not yet availabfe for use for imDairment 
annualy by companng its carrying amount wHh rts recoverable amount. This impairment test is performed 
dunng the annual period and at the same time every period. 

If there is any indication that an asset may be impaired, the recoverable service amount is estimated for the 
individual asset. If it is not possible to estimate the recoverable service amount of the individual asset the 
reooverable service amount of the cash-generating unit to which the asset beJongs is determined 


The recoveraɓte service amount of an asset or a cash-generating unit is the higher of its fatr value less costs to 
sell and its value in use. ^ 


)f the recoverabte service amount of an asset is less than its carrying amount, the carrying amount of the asset 
is reduced to its recoverable service amount. That reduction is an impairment loss. 


An impairment (oss of assets carried at oost less any accumulated depreciation or amortisation is recoqnised 
immediately m surplus or deficit. Any impairment loss of a revalued asset is treated as a revaluation decrease 


An impairment loss is recognised for cash-generating units if the recoverable service amount of the unit is tess 

*” aniount of the 

- to the assets of the unit, pro rata on the basis of the carrying amount of each asset in the unit. 


A municipality assesses at each reporting date whether there is any indication that an impairment loss 
recognised tn pnor penods for assets may no longer exisl or may have decreased. If any such indication exists 
the recoverable service amounts of those assets are estimated, ’ 


The increased carrying amount of an asset attributable to a reversal of an impairment loss does not exceed the 
carrying amount that would have been determined had no impainment loss been recognised fbr the asset In 


A revereai of an impairment loss of assets camed at oost less accumulated depreciation or amortisation is 

reoognised immediatefy in surplus or deficit, Any reversal of an impainment loss of a revalued asset is treated 
as a revaluation increase, ireatea 
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Mthonjaneni Municrpality 
NOTES TO THE FINANANCIAL STATEMENTS 
for tt)e year ended 30 June 2013 


2 CASH ANO CASH EQUIVALENTS 

Cash and cash equivalents oonsist of the followlna 
Cash on hand 
Cash at bank 


The Municipalfty has the following bank accounts; - 
Current Aecount fPrin iafv Bank Aorn^m*) 

First National Bank-Melmoth Branch:Account Number 54980006117 

Cash book balanoe at beginning of year 
Cash book balanoe at end of year 

Bank statement balance at beginning of year 
Bank staiement balance at end of year 

Current Account tottier 

First Natfoial Bank-Melmoth Branch:Account Number: 62330092470 
Cash book ɓalance at beginning of year 
Cash book balanoe at end of year 

Bank statement balance at beginning of year 
Bank statement balance at end of year 

Cash on hand 

Total cash and cash equivalents 
Total bank overdraft 


Note 


2013 

R 


2012 

R 


721 

4 126 725 


721 

16 062 203 


16 062 203 

.__^^6e942^ 

(1 057 604| 

16 062 203 

16 198 592 

5 227 8R7 

4 123 580 

16 198 S92 


- 

- 


7 230 

3 000 

7 230 

721 

721 


4 127 301 

16 062 924 

- - 
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Mthonjaneni Municfpality 
NOTES TO THE FINANANCJAL STATEMENTS 
ibrths yearsnded 30 June 2013 


3 TRADE AND OTHER RECEIVABLES FROM EXCHANGE TRANSACTIONS 
Trade recelvables 
as at 30 June 3013 
Service debtors 

Electriclt/ 

Refuse 

Total 


Total Tiade and other recelvables 

as at 30 June 2012 
Service debtors 


Note 

2013 

2012 


R 

R 


Provislon for 


Gross Balances 

Doubtful Debts 

Net Balance 

R 

R 

R 


2 195 662 

72 675 

2 122 987 

452412 

51 155 

401 257 

2 648 074 

123 829 

2 524 244 


2648 074 

123 829 

2 524244 


Electricit; 

Refuse 

Total 


TotaJ Trade and othor recelvables 
Befuse: Agelna 
Cument (0 - 30 days) 

31 - 60 
61 - 90 Days 
91-120 Daya 
121 -365Cays 
+ 365 Days 
Total 

Electrfcltv: Aeeino 
Current (0-3C days) 

31 - eo Da^ 

61 - 90 Days 
91 - 120 Days 
121 - 365 Days 
+ 386 Days 
Total 


1 757 609 

299 210 

1 458 399 

267 335 

173 439 

113 896 

2044944 

472 649 

1 572 295 


2044 944 

472 649 

1 572 295 


98 387 

102181 

98 482 

11 715 

33 041 

7 953' 

31 477 

7 044 

191 025 

158 442 

452 412 

287 335 


1 188 913 

1 450 453 

636 544 

7 946 

41 090 

7 033' 

16 463 

6 642 

312 652 

2 195 662 

285 535 

i T«7 ena 


Summafv of Debtors bv Custo mer Classificatton 


as at 30 Juns 2013 

Cument (0-30 days) 

31 - 60 Days 
61 - 90 Days 
91 - 120 Days 
121 - 365 Dai's 
+ 365 Days 
Sub-total 

Less; Proviston fbr doubtfijl debts 
Total debtors by customer cJasslflcatlon 

as at30 June 2012 
Current (0 - 33 days) 

31 - 60 Days 
61 - 90 Days 
91 - 120Days 
121 -365 Days 
+ 365 Days 
Sub-total 

Less: Provision for doubtfu! debts 
Total debtors by customer classlfication 


Consumers 


1 623 508 
883 449 
153 616 
120 019 
1 402 766 


Industrlal / 
Commercial 

R 


180 001 
12 785 
35497 
17 300 
557 335 


NationaJ and 
Provlncia] 
Govemmenf 
R 


65 296 
77 395 
15 275 
67 610 
108 186 


4 183 359 ^ 802^18 33^764 

(761 078) 

3 422 281 802 918 33^^ 


310 861 

309 064 

309 181 

392 323 

350 036 

318 163 

387 929 

350 671 

317 063 

366 339 

344 320 

317 055 

898 918 

472 798 

459 151 

2 356 370 

1 826 889 

1 720 613. 

(878227) 



1 678 143 

1 826 889 

1 720 613 
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Mthonjaneni Municipality 
NOTES TO THE FINANANCIAL STATEMENTS 
fof the yeer ended 30 June 2013 


4 BeconciJiaiion of the doubtful debt Drovision 

Bafance at beginning oftheyear 
ContrJbutions to provisJon 
Doubtftil debts written off against provisfon 
Reversal of provision 

Balance at end of year 


Note 2013 2012 

R R 

678 227 2 208 520 

82 851 (1 530 293) 

~ 761 078 678 227 


S OTHERRECEIVABLES FROM NON-EXCHANGE TRANSACTIONS 

Insuranceclaims 
Rates an<j otber taxes 
Subsldies- Cltnic and other 
Accnied interest 
Value added tax 
Prepayrnents (if not materiaO 
Total Olher Debtore 

Less; Trarsfer to Non Current Assets held fbr sale 

Total Other Debtors 

6 INVENTORIES 

Openlng balance of Inventortes: 

Consumable stores 
Marntenanoe inaterials 
Addidotts: 

Consumabie stores 
Maintenance materiate 
Issued (expensad): 

ConsumabJe stores 


25S 971 

2 021 180 2 096 687 
231 639 


472 602 563 563 

2 945 056 1 488 934 

162 393 



5 820 943 

4 563 216 



-231 639 

■ — 

9 odV 943 

4 331 577 


251 806 

389144 

79 513 
172 293 

154 112 
235 032 

1 495 697 


1 115 287 
380 409 



1 339 096 

137 339 

1 025 843 

I 313 253 

74 599 

62 740 


Maintenancs materials 




Mthonjaneni Municipality 
NOTES TO THE FINANANCIAL STATEMENTS 
for tne year ended 30 June 2013 


Closing belanceof Inventorlee: 
Consumable stores 
Maintena.ice matsrfals 


7 INVESTMENTS 

Deposits 
Call rnvesiments 


2013 

2012 

R 

R 

408 407 

251 805 

168 957 

79 513 

239 449 

172 292 

66 540 000 

44 540 000 

500 OOD 

500 000 

67040 000 

45 040 000 
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Mthonjaneni Municipality 
NOTES TO THE FINANANCIAL STATEMENTS 
for the year ended 30 June 2012 








Mthonjaneni Municipalfty 
NOTES TO THE FINANANCfAL STATEMENTS 
for the year ended 30 June 2013 


9 l^TANGIBLE ASSETS 


9.1 Recondliation ofcarrying value 


as at 1 July 2012 

Cost 

Accurnulated amortisation and impelnnent losses 

Acquisitions 

Amortisation 

Correction of an error 
Correction of an ernor- Depreciation 
Clfier movements 

as atSOJune 2013 
Cost 

Acquisitions 

Aocumulated amortisation and impairment losses 
Corraction of an error 


Note 

2013 


R 


Computer Softwars 

Total 

R 

R 

67 934 

67 934 

67 934 

67 934 

23 912 

23 912 

{39 679) 

(39 679) 

(34 857) 

(34 857) 

(4 822) 

(4 822] 

91 846 

91 846 

67 934 

67 934 

23 912 

23 912 

(27 790) 

-27 790 

-39 679 

-39 679 
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Mthonjaneni Municipality 

NOTES TO THE FINANANCIAL STATEHENTS 
fbr the year endsd 30 June 2013 


9.2 ReconciliaMon of carryinfl vaiue 


asati July2011 
Cost 

Aocumulated amortisation and impairment losses 

Acquisitions 

Amortisation 

Carr^ng value of Transfers 
Cost 

Accumulated amortisation 


«8 at 30 June 2012 
Cost 

Aocumulated amortisation and impairment losses 


Note 2013 

R 


Computer Software 

Total 

R 

R 

52 778 

62 778 

56 145 

56 145 

(3 367) 

(3 367) 

24 562 

24 582 

(7 024) 

(7 024) 

12 402) 

- 

(2 671) 

(2 671) 

269 

269 

67 934 

67 934 

78 056 

78 056 

(10 122) 

(10 122) 
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Mtfionjanenl Municipality 
NOTES TO THE FINANANCIAL STATEMENTS 
for 010 year ended 30 June 2013 


10 INVESTMENTPROPERTYCARRIEDATCOST 


10.1 Reoonciliadon of carrying value 


as atlJuly 2012 

Cds* 

Accumulated depreciation and impairment losses 


Rsvaluation reserve 
Deprecration 


as at 30 June 2013 

Cost 

Revaluation surplus 

Accumulated depreciatron and impairnient losses 


10.2 Reconclliadon of carrying value 


asatl July2ai1 
Cost 

Accumulated depreciation and impairment bsses 

Acquisitions 

Amortisation 

as at30 June 2012 

Ccst 

Acsumulated depreciatlon and impairment losses 


Note 

2013 


R 

Investment 


property - Property 

Totat 

R 

R 

2 648 202 

2 548 202 

2 768 537 

2 768 537 

f220 33S) 

(220 335) 

1 261 214 

1 261 214 

1 578 746 

1 578 746 

(317 532) 

(317 532) 

3 689 081 

3 589 081 

2 548 202 

2 548 202 

1 578 746 

1 578 746 

(637 867) 

(537 867) 

Investment 


property 

Total 

R 

R 

2 689 626 

2 689 626 

2 768 537 

2 768 537 

(178 911) 

(178 911) 

(41 424) 

(41 424) 

2648 202 

2 648 202 

2 768 537 j 

2 768 537 

(220 335) 1 

(220 335) 
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Mthonjaneni Municipality 

NOTES TO THE FINANANCIAL STATEMENTS 
for the year ended 30 June Z013 
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Mthonjanenf Munlcipality 
NOTES TO THE FINANANCIAL STATEMENTS 
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Mthonjanoni Munlcipalify 
NOTES TO THE FINANAAICIAL STATEMENTS 
for the year ended 30 June 2013 


Note 


12 NON-CURRENT ASSETS HELD FOR 8ALE 
Property, plant and equipment 


13 TRAOe AND OTHER PAYABLES FROH EXCHANGE TRANSACTJONS 
Tfade OBdltora 

Payments received In advance 
Staff leave accrual 
Oiher credrtora 

reas: Transferto Non Current Lfabiiltfes hefd torsale 
Tolal credftops 


14 CONSUMER DEPOSITS 

Eleclrfaty 

Other 

Total coneumer deposfts 

15 VATRECEIVABLE 
VAT reoelvable 


2013 

2012 

R 

R 


- 

286164 

- 

286164 


2 368176 

1 689304 

130 005 

250 242 

379 446 

385 799 


660 693 

- 

-46 405 

2 877 827 

2 939 633 


676 070 

493 770 

326170 

305 450 

1 002 240 

799 220 


3914 116 
3 914 116 


VAT is payable on receipts basis. VAT is paid over to SARS only 
once payment ts received from debtors. 
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Mthonjaneni Municfpality 
NOTES TO THE FINANANCIAL STATEMENTS 
for the year endad 30 June 2013 


Note 2013 2012 

R R 

10 PRCVISIONS 

Frovlslon for leave 379 446 365 799 - 

Cther Pravislons : 931 920 

Total ProvJslons 379 448 1 317 719 

Tie moverrient in CLrrrent pravlsjons ars reconciled as fdllows: - Perfdrmance Provlsion for 

RnmiR Imnm 

asat1Jmy2012 38S799 

Cantributions 1o provision 1 331 

Expenditure inciirred (7 684) 

as at 30 June 2013 

asatl July2011 - 413 340 

Contributionstoprovision - 124 530 

Bcpendrture incuired : (152 071) 

as at 30 June 2012 386 799 


Current Other 

portlon Long- provisions 
service 

as at 1 July 201 2 678 227 

Transfer ftom non-current - 82 851 

Contributkvisto provision 

B^enditure incurred : 

as at 30 June 2013 761 078 

Bsatl July2011 2 208 S20 

Transfer frwn non-current 

Ccntrjbutionstoprovfsion - (1 530 293) 

ExpendituFS incurred : :_ 

8S at 30 June 2012 678 227 


Currsnt Provision - 
portlon Long- Land flll 
servlce rehabilltatlon 

asatl July2012 - 931 920 

Transferfrom noTMXirrent 

Contrtbudons to provision 2 517 120 

Expenditure incunred : 

as at 30 June 2013 3 449 040 


as atl July 2011 
Transfer from non-current 
ContrfɓuUons to provision 
Expenditure tncurred 
as at30 June 2012 

17 UNSPENTCONDITIONAL GRANT5 AND RECEIPTS 

17.1 Unspent Conditlonal Grants from other spheres of Govemment 
Electrification 
Maitet Stalls 
Librery 
Sport 
Capaclty 

Municjpal Infrastructure Grant 
EPWP 

Smalt town rehabjlitatlon 


Total Unspeirt Conditional Grants and Receipts ^J3_y|4M___148M6« 

Current portlon of unspent condltionai grants and recelpts 13 S26 452 14 849 618 

See Note 31 forreconciliation of grants and naceipts. These 
amcunts are invested tn ring-fenced investment until utiljsed. 


5263 099 

10 694 928 

2 174 863 

3 998 931 


42 693 

28 999 

63 664 


49 402 

4 035 324 

- 

139 247 


1 884 920 



931 920 
931 9^ 



Mthonjaneni MunicipalHy 
NOTES TO THE FINANANCIAL STATEMENTS 
for the year ended 30 June 2013 

Note 2013 2012 

R R 


18 NON-CURRENTPROVISIONS 


Frovision for rehabilitatron of landfill sitee 2 517 120 931 920 

Frovlslon for long'Servioe awards 2 522 000 


Tstal Non-Current ProvJslons 

Tie provision for rehabilltatlon of landfill sltes relates to the legal 
oalisation to retiabilltate landflll sites used tbr waste dlsposal. 

Tne bng-service award is payable after every loyears of oontinuous 
servlce. The provision is an estimate of the long-senrioe based on 
hl&tcrlcal staff turnover. 

The rnovemsnt in the non-current provision is recondled as fotlows: - 

5 039 1 20 

931 920 

Provislanforrehabilitation of landfill sites: 

Balanoe at the beglnnlng of year 

(931 920) 

- 

Ccntributions to provision 

3449 040 

913 920 

Bslance at the end of year 

2 517120 

913 920 

Prsvfslon fbr long-service awards; 

Balance at the beglnning of year 

2 522 457 

- 

Contributions to provision 

241954 

781 606 

Expenditure incurred 

(242 411) 

- 

Balanca at ths end of year 

19 PROPERTY RATES 

2 622 000 

781 606 

Actual 

Resjdential 

2 163 425 

1831 794 

CcmmerciaJ 

2 884 567 

2 442 392 

Light Industrles 

1 081 713 

915 897 

Heavy Industiies 

360 570 

305 298 

State 

721 142 

610 596 

Total property rates 

7 211417 

6 105 979 

Prcperty rates - penalties imposed and collection charges 

336 508 

544 680 

Total 

7 647925 

6 650 659 

VaJuations 

Residential 

190 557 700 

190 567 700 

Commercial 

142180 000 

142180 000 

Fam 

251 001 000 

251 001 000 

Sta» 

96 939 400 

96 939 400 

Munlclpal 

9 719 800 

9 719 800 

Other propeiljties 

1 132 872 100 

1 132 872 100 

Toial Praperty Valuatlons 

1823 270 000 

1 823 270 000 


Valuations on land and buildings are perfbmied every four years. 
The last vaiuation came into effed on 1 July 2010. Interlm 
valuations are procassed on a quarteriy basis to take into acoount 
changes in Indtvidual property values due to alterations. 

A general rate of 1 .24C/R is applied to property valuations to 
detemine assessment rates. Rebates of 20% are granted to 
resldentlal and state property owners. Rates are levied on an 
annual basis on property owners. ' 


34 



Mthonjanenl MunicipalHy 
NOTES TO THE FINANANCIAL STATEMENTS 
for tfio year ended 30 June 2013 


20 SERVICE CHARGES 

Saleofelectricity 
Refusa renioval 
Total ServJoe Charges 


21 RENTAL OF FACILITIES AND EQUIPMENT 

Rental offacilitles 
Other rentals 
Total rentals 


22 INTEREST EARNED • EXTERNAL INVESTMENTS 
Bank 

Total Interest 


23 GOVERNMENT GRANTS AND SUBSIDIES 

Equitahle Share 
Financa Management Grant 
Munlcipal Systems Impravemertt Grant 
Electrification/ INEP 
Municppal Infrastructre Grant 
Market Stalls 

Srrall Town Rehabilitatlon 

EPWP 

OISCB 

Menagement Assistance Programme 

MIIP 

REDS 

Alce Pradiiction 

Llb'ery 

Sporl 

Capadty 

Clinic 

Less: TFansferred to disoontinued operaUons 
Total GovemmentGrant and SubaJdles 

23.1 Equltable Share 

in terms of the Constitution, thls granf is used to subsidise the 
provision of baslc services to Indigent communHy members. 

23.2 MIG Grant 

Balance unspent at baglnnlng of year 
Current year receipts 
Condltlons mel - transferred to revenue 
Condit]on8 sfill to be met • remaln liabilltles 


23.3 Other Govemment Grants and Subsidles 

BaJance unspent at beglnnlng of year 
Current year receipts 
Corrdltfons met - transferred to revenue 
Condltions still to be met - remaln llabllltlas 


2013 

2012 

R 

R 


16 695846 

13 469 289 

1 082 859 

943 542 

17 778 705 

14412 831 


4T7238 

457 265 

26 514 

- 

503 752 

457 265 

3 409 693 

2 762 931 

3 409 693 

2 762 931 


25 107 000 

22 096 000 

1500 000 

1 465 000 

800 000 

920 227 

6 000 000 

1 619 364 

13 055 000 

12426 560 

6444 548 

1 069 

12 600 000 

10 000 000 

1 000 000 

- 


258 409 

- 

50 979 

* 

26 217 

- 

11 686 

- 

35 339 

350 800 

329 455 

- 

417 850 

- 

39 724 

29 561 

882 452 

(29 561) 

(882 452) 

66 857 348 

49 698 079 



1 665 560 

13 055 000 


9 019 675 

1 685 560 

4035 325 

. 


14 849 618 

4 267 391 

53 802 348 

49 698 079 

(27 757 800) 

(39115 852) 

40 894166 

14 648 618 



Mthonjanenl MunlcipalKy 
NOTES TO THE FrNANANCIAL STATEMENTS 
for the year ended 30 June 2013 


Note 


24OTT1ERINC0ME 

24.1 Otherincome 
Olher inoome 
Total Other Income 


24.2 ReconcNlatlon of condmonarcontrtbutlons 
Balanca unspentat beginning of year 
CurrenlyearfiBcetpts 
Condttions met - transferried to ravenue 
Conditlons atiJf to be met - remain JlBbiiftles 


26 EMPLOYEE RELATEO COSTS 

Employee reiated costs ‘ Safaries and Wages 

Emph^ related oosts - Contributions for UIF, penstons and medfcal aids 

Tf^l, motor car, aocommodation, subsistence and olher ellowances 

PerttofTTiancB and other bonuses 

Long-servlce awatrds 

Oiher employee related oosts 

Employee Relatod Costs 


Less: transforred to discontrnued operations 


There were no advances to employees 


RemuneraHon of the Munlcipal Manager 
Annual RemuneraUon 
Pertormanee- and other bonuses 


Trwel motor car, acoommodatlon, subslstence and other allowances 

Contnbiitionsto UIF, Medicaf and Pension Funda 

Total 


Remuneratlon of the Chief Finance Offlcer 
Anriual RBmuneratlon 
Pefformanoe- and other bonuses 


Travel motorcar. accommodation, subsistence and otherallowances 

Corttriɓulions to UIF, Medical and Pension Funds 

Total 


2013 

2012 

R 

R 



186 861 

1 056 986 


186 861 

1 056 986 


14 849618 

4 267 391 

66 857 348 

49 698 413 

68180 514 

(39 116 1861 

13 526 462 

14 849 616 


17 529 365 

16 979 680 

12 997177 

12 168992 

1 863 377 

1 634 697 

166 272 

110 550 

274 254 

258 535 

8 560 

. 

63 432 

608127 

16 363 072 

14 780 901 

' 

{835 475) 

15 363 072 

13 946 426 


633 125 

614 338 

96 150 

92 525 

113 520 

80 040 

11834 


856 629 

786 903 



452186 

520 933 


88 052 

83 005 


106 000 

102 000 


6 201 

. 


654 439 

705 936 


Remuneration of indlvfduaJ Executlve Dlrectors 


2013 


Annual RemunerBtion 
Performanoa- and other bonuses 


Travel, motor car, aocommodallon, subslstence and other altowano 

Contnbutions to UIF, MedicaJ and Penslon Funds 

Total 


Corporato and 
Communlty 
Serviees 
R 


463186 
88 052 
95 000 
8 987 
655 225 


2012 

Annual Rsmuneratian 
Perfomance- and other bonuses 

Travel, motor car, accommodation, subsistence and otheraJlowances 

Contrifcutons to UIF, Medical and Pension Funds 

Tctal 


Corporate and 
Communlty 
Servlces 
R 

526 933 
83 005 
96 000 


705 938 
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Mthonjanenl Munfcipality 
NOTES TO THE FINANANCIAL STATEMENTS 
for the year ended 30 June 2013 


Note 2013 2012 

R R 

26 REMUNERATION OF COUNCILLORS 


Mayor 

310 737 

218 319 

Deputy Mayor 

261 686 

177 797 

Speaker 

261 666 

177 801 

Executhra Committee Members 

243 830 

154 360 

Cauncillors 

1 091 265 

903 982 

Councillors' pensron and medical ald contrlbutions 

266 192 

918 560 

IWPAC Chairperson 

231 001 

- 

Total CouncMlors' Remuneration 

2 666 396 

2 550 819 


Ir-kind Beneffts 


Tne Mayor, Oeputy Mayor, Speaker and Committee Membsrs are 
paiHime. They are provlded wtth an office and secretarial support 
atthe oost of the Coundl. 

Tie Mayor has usa of the Council owned vehlde for officjal 
duUes.The Mayor and the Speaker has 01 ftjll-tinrie Podyguard and 
0' drlver respectively. 


27 DEPRECIATION AND AMORTISATION EXPENSE 


Property, plant and equipmervt 
lnr,angible assets 

Investment property carried at cost 
Blological assets carried at cost 
Total Dapreclatlon and Amortlsation 


28 925 842 (2 504 914) 

(7 024) 

- (59 373) 

28 925 642 (2 8713111 


26 Bl'LK PURCHASES 

Eiectrlcity 14 295 429 11 944 444 

Total Bulk Purchasee 14 295 429 11 944444 


29 CONTRACTED SERVICES 
Contracted services for 

Rurai MetfO 1 465 452 1 187 970 

TraHfc Manageimnt Technology 1 738 890 834 705 

3 204 341 2 022 676 



Mthonjaneni Municipalily 
NOTES TO THE FINANANCIAL STATEMENTS 
fbr the yeer ended 30 June 2013 


30 GENERAL EXPENSES 


Nole 2013 2012 

R R 


Included in general expenses arethe following;- 

Advertising 
Admin fees 
Audltfees 
Bank charges 
Bursaries 
Clsaning 

Conferenoes and travelfing 
Consulting faes 
Contract latwur 
Cultural / Sports activlties 
Debt collection oaxnmission 
Departmental oonsumptlon 
Dlsaster management 
Financiai management grant 
Fuei and oll 
Insuianoe 
Legal expenses 
Levles pald 

Licence flees - vehlcles 
Licance fees - compiiters 
Membershfp Itees 
Parking 

Postage and telephone 
Prinilng and stationeiy 
Professional fees 
RentaJ of ofnce equipment 
Otler rentals 
Security costs 
Sklirs development levies 
Grant: Sport and recreation 
Stocks and material 
Subscribtion & publlcation 
TrEinlng 

Transpcrt clalms 
Travel and subslstence 
Unlfbrms & overalls 
Valuaiion costs 
Water and Sanftation 
Other 


Less; Transferrad to disoontinued operaitions 


31 GAIN / (LOSS) ON SALE OF ASSETS 

Property, plant and aquipment 
Total Galn / (Loss) on Sala of Assets 


262 321 

223 882 

1 045 321 

1 125400 

900 000 

676 769 

138 092 

104124 

13 936 


107 199 

96 246 

567138 

349 462 

29 640 

35 875 

810 693 

710 424 

240 135 

191 360 

56 970 

78 568 

308 674 

294 005 

17 671 

28 359 

1 500 000 

1450 000 

491645 

458 876 

229 181 

260 662 

29 826 

50 899 

2 602 

3 571 

11 300 


126924 

119578 

45 870 

38 452 

586 593 

576 378 

310 505 

296 061 

176 400 

187 521 

14 781 

12 547 

30 096 

28 796 

724 399 

754 845 

781 449 

796 281 

11432 

272 464 

308 107 

245 475 

460 468 

478 217 

130 239 

179166 

61056 

54 875 

91 552 

89 541 

318 017 

211 237 

187 053 

237 458 

351 990 

328 754 

8 644 576 

317018 

20 068 162 

11 363 275 

20 068 182 

(117 379) 

11 245 898 
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NOTES TO THE FINANANCIAl. STATEMENTS 
for the year ended 30 June 2013 


32 CASH GENERATED BY OPERATIONS 

Surplus/(defidt) for the year 
Adjuslmentfor;- 
Depredatlon and amortisatjon 
{Gain) / loss on sale of assets 
Contribiition to netJFement benefH obligation 
CorHribution to long service awards llabiltty 
Contribution to pravisions - current 
Investment jncome 
Fair value adjustments 

Impairment loss / (reversal of impairment loss) 

Other norvoash item 

Operattng surpfus before worfdng capltat changes; 

(iiicriease)/decrease in Inventories 
(IncteaseVdecrease in trade receivables 
(l.ncrease)/decrease in othar recelvables 
(Irtcrease^/decrease In VAT receivabie 
Ircrease/(decrease} in txtndrtlonal grants and reoeipts 
lr!crease/(dBcrease) in trade payables 
lRcrease/(decrease) in consumar deposits 
increase/ (decrease) in long term liabillties 
increase/ (decrease) in provisions 
Cssh gensrated by/(utllls«d In) operations 


33 CASH AND CASH EQUIVALENTS 

Cash and cash equivalents Inciuded in the cash flow statement 
comprlse the following: 

Banfc balanoes and cash 
Call investment deposrts 

Net cash and cash squlvalents (net of bank overdrafts) 


Note 


2013 

2012 

R 

R 


38 794 687 

34 997 000 

2 292 950 

2 553 362 

3 947 

(692 982) 


559 184 
48 943 

(3 409 693) 

(2 702 931) 


; 


37 681 891 

34S02 576 

(156 601) 

22 671 

(951 949) 

(270 833) 

(1 469 366) 

(372 830) 

(3 914116) 


17158 935 

10 582 227 

323 793 

891 613 

203 020 

. 

- 

(60 337) 

(938 273) 

904 379 

47 917 334 

46 199 466 


4 127 301 

67 040 000 

16 062 924 
45 040 000 

71 167 301 

61 102 924 
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NOTES TO T>fE FINANANCIAL STATEMENTS 
for the year ended 30 June 2013 

Note 2013 2012 

R R 


UNAUTHORISED, IRREGULAR, FRUITLESS AND WASTEFUL 
34 EXPENDITURE DISALLOWEO 

34.1 Unauttioflsed expendlture 

Reconciliallon of unauthorised expendlture 

1 144 130 
638 890 1 237 588 

[638 890) (2 381 718) 


Opening balanoe 

Unauthorised expendrture cunentyear 
Approved b/ Coundl orcondoned 
Urauthorfsed expendlture awaiting authorisation 



NKhonJaneni Municipality 
NOTES TO THE FfNANANCIAL STATEMENTS 
f6r ttie year ended 30 June 2013 


AODITKINAL DISCLOSURES IN TERMS OF MUNICIPAL 
36 FINANCE MANAGEMENT ACT 

35.1 Contrlbutlons to organised local govemment 

Opentng baiance 

Councll subscrfptions 

Amount pald - airrBnt 

Amount paid - previous years 

BaJarrce unpaid (included In payables} 


35.2 Audlt fees 


Openfng balanoe 

Currsnt yearaudltfee 

Amcunt paid - current year 

Amcunt paid pnevious years 

Balance urtpaid (Included In payables] 


35.3 VAT 

VAT fnput reoeFvables end VAT output payables are sbown in note 
1£. All VAT netums have been submitted by the due date 
th.’oughout the year. 

35.4 PAYE and UIF 

Open'ng balance 

CLrrent year payroil deductions 

Anount paid - current year 

ArfKJunt paid - previOLiS years 

Baiance unpald (Included in payables) 


35.5 Penslon and Medlcai Aid DeducUorTS 
Openlng balance 

Cu.-nert yearpayroll deductlons and Council Contriɓutions 

Arrount paid - current year 

Amount paid - previous years 

Balance unpald (included In payables) 


Note 


2013 

2012 

R 

R 


400 000 

30 882 

(400 000) 

(30 882) 

• 

- 


900 000 

676 769 

(854 567) 

(676 769) 

45 433 

. 


3 914116 

3 744 638 

2 5B7495 

2 306 720 

(2 587 495) 

(2 306 720) 

- 



3 291 039 

2 859 002 

(3291 039) 

(2 859 002) 

- 

- 


35.5 Counclllor^s arrear consumer accounts 


The followlng Councillors had afiear accounts outstanding for more 
than 9C daiys as aL ■ 


asat39June2013 
Speaker: Councillor Jlyane 
Cou.’iciilor Masikane 

Total Counclllor Arrear Consumer Accounts 

as at 30 June 2012 
Speakar CounclFlor Jiyane 
Maycr; Coundllor Ndlangamartdla 
Courclltor Khuzwayo 
Councillor Masikane 

Total Counclllor Arrear Consumer Accounts 


Durirg the year the fbllowing Councillors had arrear accounts 
oufstandlng for more than 90 days. 


asatSO June 2013 
Speaster Councltlo; Jiyane 


as at 30 June 2012 
Speaker ComdJior Jryane 
Mayor Counclllor Ndlangamandla 



Outstandlng 

Outstanding 


lass than 90 

more than 90 

TOTAL 

davs 

davs 


R 

R 

16 974 

2 589 

14 3B5 

110 

110 


17 084 

2 69B 

14 385 


13 380 

- 

13 380 

4 437 

- 

4437 

123 

■ 

123 

137 


137 

18 077 

- 

18 077 


Hlghest 



Amounit 



Outstanding 

Agelng Oays 


R 



13 380 

730 days 

1 005 

365days 

13 380 

365 days 

4 437 

120days 



Mthonjaneni Municipaltty 
NOTES TO THE FINANANCIAL STATEHENTS 
for the year ended 30 June 2013 

Nole 2013 2012 

R R 

35.6 Dsvlation from Supply Chaln Management Processes 

The Uirnlclpality has deviated fram SCM Processes, the deviatlons 
were serrt quartely to the Mayor.The total amount the Municipality 
incurred when procured these goods ar>d servioes amourrted to R 
15 130 204.39 


The Municipality further has the following oompaniea In Its 
database , which the dlrectors of these oompanles are in the 
amploy of the State, only one supplierlhe municipalfty traded wlth. 


SUPPLIER NAME 
Ciniseka oonstruction 
B I Sibiya 

Golden Rewards 94 oc 
Bfzee Corp90 

Mahiabathlni Bullding supplies 
N'cwephelezl Comms solution 
MMK engineers & Project Managers cc 
Ljarda and Andie Contractors 
Hazel moon Trading 1 c 
Ubuhlakane oonstruction cc 
EnufDistrfbutors 


36 CAPJTALCOMUITMENTS 

36.1 Cofnmilments In respect of capltal expendfture 

- Approved aird contracted for 

Infraslructure 

CcniinLuiity 

Heritage 

Otner 

• Approved but not yet contracted for 

Infrastnjcture 

Community 

Herttage 

Other 

Total 

Thls expendjture will be financed ffom; 

- ExtBfTjal Loans 

- Govemmerrt Grants 

- Own resouroes 

- Distnct Ccuncil Grants 


37 Operatlng leases 

At the rsporting date the entity has outstanding commltments under 
operating leases whlch fall due as follows: 

Operating leases - (essee 

Withln one year 

fn the second to ftfih year indusive 

Afler five years 

Totag 

The future minimum lease paymerrts receivable under operetlng 
leases for the actual neceivables are as fbllows: 

Not laterthan 1 year 

Operating lease payments relate to lease of swltch boards line. 


2013 2012 


41 780.00 


41 7B0.00 

50 731 187 

20 400 000 

47 802 403 
2 928 784 

12 600 000 

7 800 000 

5 564 000 

46 035 000 

5 564 000 

I 42 055000 

3 000000 

2 980 000 


56 295 187 

68 435 000 



15 000 000 

53 366 403 

46 455 000 

2 928 704 

7 980 000 

56 295 107 

68 435 000 


34171 

1105B 

- 

2 877 

- 

1512 

34171 

15 447 


316 000 

233 751 

316 000 

233 751 


Operating lease payments receivables relate to rerrtals for the oommonage. vacant land & 
buildings advrtising space 
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3€ RETJREMENT BENEFIT INFORMATION 

3S.1 Dsfined contiibufion plan 

The Muntcipalttjf operates on an accredited medjcal ard scheme 
namely key Health. 

Pention^ continue on the optlon they befonge to on the day of their retirement 
The Independent valuerZAQ consullants and Actuanes carrled out 
actuarfal valuatJon as al30 June 2013, 

The Principal actuarfal assumpfions were as foilows: 


Post-employmsnt medlcal benefits 

The municipality operates on an accredited medkal ald scheme 

Djscount rate per annum 

Health care oost inflation rate 

Benchmarit inflation (equal to salary inflatlon) 

Average retirement age 

Portlon of nstired members who are marrled 

Active menbers 

MortaJity during employment 

Mortality postHnetirement 

(No expljcll ss^ptlcn was mads about addift'onal mortality or taaltfi care 
cssts dud Co AIDS^) 

Tne amount recognised in the Statememt of Finandal Position 
wsre detemtined as belng the present value of the obligation; 
Movement in the defined benefit obligatlon is as fbllows: 

Balanoe at fhe beginning of the year 
Curent servlce cost 
Irrtersst cost 
Benefit payments 
Ac:Lfarial(galns)losses 

Recognition of previosly unrecognised defined benefit liabiltv 
Ba'ance at end of year 

Tha amount recognised in the Statemerrt of Financlal Perfbmance 
were as foliows; 

CuTent sereice cost 
Interestoost 
Beiefit payments 
Actijarial(gajns)loases 

Total, included in empioyee benefits expense (Note 16) 

Long servlce awards llabilJty 

The municipality has an obligation wifh respect to thair employees 
in recognition of long periods of servlce. 

Employees recefve additional Jeave in respect of long senrlce 
awards.The jndependent valuers, Alexander Forɓes Flnancial 
Senr'ices (Pty) Ltd.canied out a actuarial valuation as at 30 June 
2013. 

The principal actuarial assumptlons used were as Ibllows: 

Dlscount rate per annum 
Inflation rate 
Salary increasa rate 

Bendimark lnflation(equal to salary inflation) 

Average retirement age 

Averape future working lifetime of acUve membere 
Active members 
Prfr-rBlirement mortaiity rate 

(No explicit asGumption was made about additlonal mortafity or 
health care costs dueto AIDS.) 

Percsntage of jn-service wuthdrawing before retirement: 


1 507 000,00 1 740 851.00 


1 740 851 

1 181 667 

114 824 

97 493 

133 354 

103 396 

-41 000 

-17 031 

-441 029 

375 328 


114 824 
133 354 
-41 000 
-f41 029 
-233 851 


7.40% 

5.66% 

6.66% 

0.69% 

63 

16.85 years 
60.00 


7.75% 

5.00% 

6 . 00 % 

1.65% 

63 

16.85 years 
85 


Withdrawal Withdrawal 
Rate Fomales Rate Males 

16% 24% 

12% 18% 

10% 15% 

8% 10% 

6% 6% 

4% 4% 

2% 2% 

0% 0% 


RETIREMENTBENEFITS fContinued) 
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Lcng seiviee Bwards llability 

The amount recogntsed In the StatBment of Rnandal Position were 
determines as being the present value of the obligation: 

Mcvement tn the defined benefit obligation Is as Ibllows: 

Baiance al the ɓeglnning of ihe year 
Current servlce cost 
‘nterest Cost 
Beneffl Pa/ments 
Aucturial(ga!ns)/Losses 

Recognrtion of previousiy unreoognlsed defined benefit llabiltty 
Balanoe at the end of year 

The amount reoognlsed in the Statement of Financial Performance 
wsreasfollows 


Note 


2013 

R 


2012 

R 


ɓD5 000 781 006 


781 606 

793 000 

118 878 

119000 

69 467 

79 000 

-8 560 

-60 337 

-156 391 

-149 057 


805 000 781 606 


Cunrsnt Servioe oost 
'nterest Rate 
Actuarial (gainsyiosses 


104 000 

119 000 

63 000 

79 000 

■156 391 

-149 057 


10 609 

48 943 


39 ANALYStS OF THE RESULT OF DISCONTINUED OPERATIONS 
Clinic services 

Income ; Govemmsnt grants and subsidies 
Expe’iditure: empioyee related oosts 
Repairs and maintanance 
Generai sjcpensss 

Net (deficrtysurplus fhom dlscontlnued operatlons 

Ncn ojnrent assets 
Property plant and equipment 
Othefdebtors 
Intangible assets 


N&t currenty liabilrties 
Recired Benefits 

Trade creditora: leave and pro rata bonus clinic staff 


40 ELECTRICITY DISTRJBUTION LOSSES 
Unlts lost ( kilowats} 

Unris lost ( sales price per kilowalts-rands) 

Units last (purhase price per kilowalt) 

Units lost perxentage 

AlthDugh unHs per kllowatts were iost in distrtbulion. the 
eractricity service experienced a surplus of: 

41 RELATED PARTIES 


29 561 

882 452 

-16 243 

-835 475 

- 

-2 748 

- 

■117 379 

13 318 

-73 150 


- 

52 123 

- 

231 639 

- 

2 402 


286 164 


- 

26 031 

- 

46 405 

- 

72 436 


1 545132 

1 635127 

1 514 229 

1 788 282 

525 345 

608 378 

9.45% 

10.55% 

1 704 764 

1 524 845 


The municipallty did not have any related parties. orrelated party transactions 
forthe years ended 2013 and 2012 
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Note 2013 2012 

42 E'/ENTS AFTER THE REPORTING DATE ^ ^ 

department of Corporative Govemanoe and Tradftionaf Affafrs 
^set unspent conditfonal grant (iNEP) to an amount of R10 695 
OCO on the Sth of July 2013 agatnst equitabte share allocatton. 

43 RI8K MANAGEMENT 

43.1 Maximum cradlt rlsk exposure 


Crrtit risk consists mainly of cash deposfts, cash equivalents and 
trade debtors. The municipality only deposHs cash wfth major 
banks vrith high quality cmdlt standing and Itmils exposure to anv 
sne oounter-party. 

I rade receivables comprise a widespread customer base 
Managemerrt evaluates credit risk relatlng to customere on an 
cngoing basis. if customera are independently rated, thesa retings 
sre used. Otherwise. if there is no independent rating, risk control 
assesses Ihe oredit quatity of the cuatomer. taking irto account its 
financial position, past experience and olherfactors. Indivfdual risk 
I mits are set based on intemal or extemal ratings in accordanoe 
vith limits set by the board. The ublisation of credit limits fs 
reguiariy monitored. Sales to retail customera are satlled in cash or 
using major credit cards. Credit guarantee insurance is purehased 


Financial assets exposed to credit risk at year end were as fbllows: 


Ir/estments 

Cash and cash equivalents 
Trade and other necelvables 


79 512 488 67 006 796 


67 040CKJ0 

45 040 000 

4127 301 

16 062 924 

8 345 187 

5 903 672 
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NOTES TO THE FINANANCIAL STATEMENTS 
for the year ended 30 June 2013 


43.2 L!quJdIty risk 


2013 2012 

R R 


»™iltmBms.77ie mLnlcipaifty manages liquldity risk thraugh an 
go ng rewew of future commltmants and credit obllgatfons. 


^evart mSiZ ! munldpalitys financial llabilitfes Into 

Srauprngs based on the remaining period at tte 
SJatamant of Fmanaaf Posiban to the oonfractual matorify date 


Finenclal llabllltles 
Trade and ottier payabfes 


2 877 627 2 563 834 


43.3 Interest rate ri$k 


srgnificanf interest-ɓearing assats the 
operating cash novws are substantia ly 

A< mr end, flnarKlal ln«run»rta nxpnM to Inflnu ratn rtt* we» 


- Call deposlts 

- hJotice deposits 
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Note 2013 

44 RESTATEMENT OF COMPARAT/VE INFORMATION ^ 

45 CORRECTION OF ERROR 

Durlng the year ended 30 June 2012 and prevjous years PPE and 

other assets were incorreclly reooBnfaed: - 

The comparative amount has been restatsd as follows: 


Depreciation 

Net eflect on surplus/(defic[t) fbr the year 


868 206.45 
1414 747.01 - 


PPE 

Net effiect on Stalement of Financfai Position 


2 282 953 
-278 892 - 


'lel eftect on Accumulated surplus openfng balanoe 


38 115 953 - 
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Mthonjaneni Municipality 
APPENDIX c 

SEGMENTAL ANALYSIS OF PROPERTY, PLANT AND EQUIPMENT 

as at 30 June 2013 
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IHthonjaneni Municipality 

APPENDIX D 

SEGMENTAL STATEMENT OF FINANCIAL PERFORMANCE 
for ttie year ended 30 June 201 3 


2012 

2012 

2012 


Actual Income 

Actual Expandlture 

Surplus / (Deflcit) 


R 

2900000 

R 

4/38779 

R 

(2735779) 

Executfve & Coundl 

39263490 

8423104 

30849386 

Finance S Admrn 

682462 


- 

Planntng & □evelopment 

953 602 

■73150) 

Hsalth 

6975 154 

12717764 

(£74261(9 

Communl^ & Sodal Services 

4 3!^ 226 

4114 941 

2402^ 

PublicSafiety 

1443543 

2 334 9^ 

^439) 

Waste Management 

13379^ 

641364 

12734876 

Road TranspOft 

15130 538 

144’?31?6 

^412 

Electridtv 



. 

Olher 

33 398 963 

48 399963 

34 997 060 


682 452 

955 602 

r/3 1S0; Less; Disoontinued Operatlons 




Less: Inter-Department Changas 
Total 

32 514511 

47 444 361 

35 070 150 


^13 

Actual Income 

2013 

Actual Expanditure 

2013 

Surplus/tDelfcltl 

R 

R 

R ^ 

54 016 «7 

5702940 

(5 702 040) 

6328339 

47688617 

29 


29561 

^325 

11576435 

(10941 116) 

1082668 

1648357 

i'1 648 357) 

1829825 

(747066) 

14274147 

61^937 

8 149211 

28127676 

165^866 

11684806 

98169 523 
(29 561) 

98 139 962 

49 755 902 

49 756 902 

45 413 621 

48413 621 
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